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Key findings

As Congressappears set toprioritize the renewal of corporate tax breaks in the lame-
duck session, this report reveals stark indicator s of the extent to which large
corporations are avoiding their fair share of taxes.

Of Americads 30 | ar gest peccont)padrtleir CEOamgre seven (23
than they paid in federal income taxes last year.

1 All sevenof thesefirms were highly profitable, colle ctively reporting more than $74
billion in U.S. pre-tax profits. However, they received a combined total of $1.9billion
in refunds from the IRS, giving them an effective tax rate of negative 25 percent.t

1 The seven CEOs leading these taxdodging corporations were paid $17.3 million on
average in 2013.Boeing and Ford Motors both paid their CEO s more than $23
million last year while receiving large tax refunds .

Of Amer i cads-pdiddTEOS 29gdraved more in pay last year than their
company paid in federal income taxesd up from 25 out of the top 100 in our 2010
and 2011 surveys.

1 These29 CEOs made$32million on average last year. Their corporations reported
$24 billion in U.S. pre -tax profits and yet, as a group, claimed $238million in tax
refunds, an effective tax rate of negative 1 percent.

1 Combined, the 29 companies operate 237 subsidiaries in tax havens. The company

with the most subsidiaries in tax havens was Abbott Laboratories, with 79. The
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1 Of the 29firms, only 12reported U.S.losses in 2013 At these 12 unprofitable firms ,

CEO pay averaged $36.6 million | more than three times the $11.7 million national
average for large company CEOs?

1 The company that received the largest tax refund was Citigroup, which owes its
existence to taxpayer bailouts. In 2013, @i paid its CEO $18 million while pocketing
an IRS refund of $260 million.

1 Three firms have made the list in all three years surveyed. Boeing, Chesapeake
Energy, and Ford Motors paid their CEO more than Uncle Sam in 2010, 2011, and
2013.

For corporation sto reward one individual, no matter how talented, more than they are
contributing to the cost of all the public services needed for business success reflects the
deep flaws in our corporate tax system. Rather than more tax breaks, Congress should
focus on addressing these deep flaws by cracking down on the use of tax havens,
eliminating wasteful corporate subsidies, and closing loopholes that encourage excessive
executive compensation.




Introduction

As the 113h Congress prepares to adjourn at the end ofthe year, much unfinished

business remains before our legislators.Nearly three million Americans PT Oz YT wEI 1 Ow
out of work for more than six month s continue to be denied emergencylong-term

unemployment benefits . Sdeguards to prevent pay discrimination against women have

yet to be voted on, and comprehensive immigration reform remains stuck in

committees.

Yet all of these remain lower priorit iesfor congressonal leadership than renewing a
package of 55tax cuts known in Washington , DC as the ?tax extenders:? Eighty percent
of these tax cuts are for businessThe extenders cover abroad range of tax breaks, from
widel y popular items like the research and experimentation tax credit to narrow special
interest perks like subsidies for NASCAR track owne rs and Puerto Rican rum
producers. This collection of bills is routinely renewed every year or two, and generally
without debate. While deficit hawks often call for programs benefitting ordinary
American families to be fully paid for with cuts to other soc ial programs or new revenue
offsets, they do not place the same demands oncorporate tax cuts.

The House and Senate have different approaches to renewing these tax breaks for
Ol UPEEZUwOOUUwxUOUxT UOUUWEOUXxOUEUDP®OUB w3T 1T w OUUI
permanent, while the Senate is aiming for another two t year extension of the entire
package of tax extenders. The House has already passed permanent extension of five
tax breaks for businesseswhich will cost more than $500 billion over the next decade.
The two-year Senate package willcost $85 billion, more than 80 percent ofwhich will go
to corporate tax breaks.

The trickle-down theory of corporate tax cuts is alive and well in
America

The theory holds that if we cut corporate taxes, corporations will have more money to
invest in new jobs. Related to this theory are widely held fears that unless we give in to
CEO demands for more tax breaks and direct subsidies, they will close up shop and
move their jobs somewhere else
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tax rate ¢ 35 percentt is the highest among industrialized nations, but they neglect to

mention that the average large corporation paid only slightly more than half that rate |

just 194 percent| between 20082012.Corporate taxes as ashare of GDP remain near

all-time lows, while corporate profits set another record last year. And yet job creation

remains anemic, with more than nine million Americans out of work , more than three

million of thesefor more than six months.



http://www.americansfortaxfairness.org/tax-fairness-briefing-booklet/fact-sheet-budget-busting-tax-extenders/
http://www.ctj.org/corporatetaxdodgers/sorrystateofcorptaxes.pdf
http://www.bls.gov/news.release/empsit.nr0.htm

If all of those profits are not going to pay taxes or hire workers,
where are they going?

Rather than reinvesting their profits in expanding operations and hiring more workers,
U.S. corporations are instead engaging in record levels of repurchasing their stock and
in buying out competitors through mergers.

Professor William Lazonick of the University of Massac husetts at Lowell has

documented the striking shift between the ? Ul U E BebvegOukux x UOEET wOl w4828 w
corporations that led to steady job growth between the end of World War Il and the
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decades.According to Lazonick, from 2003 to 2012 S&P 500corporations used 54

percent of their earnings to buy back their own stock, almost all through purchases on

the open market, and another 37 percent to pay dvidends.

Corporate stock repurchases have the effect of boosting earnings per share. Higher
earnings per sharein turn boost stock prices. And since CEO pay is largely dependent
on stock price, this pathway leads to soaring levels of CEO pay, even while average
worker pay continues to stagnate. In 2012, CEOs running the largest 500 firms received
42 percent of their compensation from stock options and 41 percent from stock awards,
according to Lazonick.

Merging with competitors also boosts corporate profits, but rather than leading to more
jobs, mergerscommonly lead to layoffs as redundant employees are castoff and join the
army of unem ployed Americans facing an uncertain future.

Corporations have fought for + and won ¢ lucrative loopholes and tax credits that have
taxpayers picking up the normal costs of business that corporations used to pay for
themselves.

9 Taxpayers provide tens of billions of dollars in annual subsidies for everything
from company research and development expenses to normal equipment
purchases.

1 Taxpayers pick up part of the tab for exorbitant CEO pay since the tax code
allows corporations to deduct unlimited amounts of compensation so long as
that pay is deemed to be linked to company performance.

1 When these deductions, credits, and loopholes combine to allow hugely
x UOI PUEEOI wi PUOUwWUOwWxEaAawOPUUOT wOUWOOWUERT UOWEO
not having to pay for the vital taxpayer -funded services on which they all
depend.



http://hbr.org/2014/09/profits-without-prosperity/ar/1
http://hbr.org/2014/09/profits-without-prosperity/ar/1

Executives who make more than their
companies pay in federal income taxes

Ameri caods 1-pald CBROsg hest

This year, for the third timeOQwpP 1l wli EY]I wEOEOa a4l EwUI T wEOOxI OUEUDPOOwWO
highest-paid CEOs to determine how many of them were paid more than their company

paid in federal income taxes.? Our basic finding: 29 U.S. corporations gave their CEO

more last year than they paid in taxes to Uncle Sam.This is up from 25 companies in our

2010 and 2011 surveys.

The 29 CEOs who pocketed more than their company paid in federal income taxes in
2013 collectively raked in $920 million last year, or $32million per CEO on average.
Three firms made the list in all three years surveyed. Boeing, Chesapeake Energy, and
Ford Motors paid their CEO more than Uncle Sam in 2010, 2011, and 2013(See details
on the 29firms and method ology in Appendices 1-2.)

PAYING CEOs MORE THAN UNCLE SAM

Of the 100 top-earning CEOs in 2013, 29 received more in compensation
than their companies paid in federal income taxes.

PTRRRERERERERER IR EH 001
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. CEO paid more than Uncle Sam (29) CEOQ paid less than Uncle Sam (71)

Source: Center for Effective Government and Institute for Policy Studies, based on 10-K reports and

Equilar compensation data.

What explains the small sums these29 companies paid in taxes| or the large tax
refunds they received? Not low profits. The 29firms reported $24 billion in U.S. profits
last year and yet collected $£38million in tax refunds. On average , the 29 firms reported
$817 million in U.S. pre -tax income while claiming a n $8 million tax refund.

Allbut 120fthe 29EOOx EOPT UwOOwUT PUwa i BEdyed.Tr@BWIRGIUT x OUUIT E wx U
bills of the remaining 17 profitable companies reflect tax avoidance, pure and simple.




Of the 29 companies, 2 have a presence intax havens like Bermuda and the Cayman
Islands. Combined, these firms have 237 subsidiaries in such low - or no-tax
jurisdictions. 4 The company with the most subsidiaries in tax havens was Abbott

than its IRS bill in 2013.
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the top 100 highestpaid list. The CEOs from these moneylosing firms collectively

received $439.3million in compensation last year, an average of $6.6million per

executive, which is more than three times the $11.7 million national average for large

company CEOs.

The Average CEO Pay Among Those Working at
Companies That Paid CEO More than Uncle Sam

2010 2011 2013

$16,700,000 $20,600,000 $32,000,000



http://www.aflcio.org/Corporate-Watch/Paywatch-2014

Another Look: Americads Largest Compani
In addition to the 100 firms with the highest-paid CEOs, we also looked at the
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Twenty -three percent (7 of 30) of these giant firms paid their CEOs more last year than

their firms paid in taxes. Unlike the pay leader universe, all seven of thesemega-firms

were very profitable, reporting $74 billion in U.S. pre -tax profits in 2013. Despite these

enormous profits, they managed to find credits, deductions, and loopholes that reduced

their taxes to below zero. They collected $1.9 billion in refunds from the IRS, giving

them an effective tax rate of negative2.5 percent.

The seven CEOs leading these tax dodging corporations collectively received $121
million in pay last year, an average of $17.3 million per CEO.

Threeol wOT 1T Ul w" $. UOw! O1 POT zUw6dw) EOI Uand E- T UOI aOw) UGB C

" T 1 Y U Ond yvetsoh, each reged pay in excess of $20 million last year.Boeing is a
top government contractor, receiving $ 20 billion in government contracts in fiscal 2013
and $603 million more in subsidies between 2008 and 2012 to help pay fotthe company's

research and development costs.Another firm, Verizon, has relied heavily on public
assistance (in the fam of bonus depreciation deductions) to build new cell phone

towers.

Companies among the 30 largest that paid their CEO more than Uncle Sam

U.S.
corporate
U.S. pre- income tax
tax payment
income, or refund, Total executive
2013 2013 Effective compensation,
Company CEO ($mill) ($mill) tax rate 2013 ($mill)
. W. James
B - -1.49 .
oeing McNerngy, Jr $5,946 $82 1.4% $23.3
Ford Motors Alan Mulally $6,523 -$19 -0.3% $23.2
Chevron John Watson $4,672 $15 0.3% $20.2
Citigroup Michael Corbat $6,397 -$260 -4.2% $17.6
Verizon Lowell McAdam $28,833 -$197 -0.7% $15.8
J.P. Morgan Jamie Dimon $17,229 -$1,316 -7.6% $11.8
General Motors LGl $4,880 $34 0.7% $9.1
Ackerson
TOTAL $74,480 -$1,893 $121.0
Average $10,640 -$270 -2.5% $17.3



http://ctj.org/corporatetaxdodgers/tax-dodgers.php?id=42

Corporate Tax Rates vs. Corporate Tax Reality

If the sevengiant, highly profitable corporations that paid their CEOs more than Uncle
Sam had paid the full statutory corporate tax rate of 35 percent, they would zve owed
$25.9 billion in federal taxes. Instead they received H.9billion in refunds, for a total
difference of $27.8 billion.

Tradeoffs: What could $27.8 billion pay for?

1 Restoring elementary and high school teaching jobs lost to recession and austerity
budget cuts. The Economic Policy Institute estimates that if education funding had
continued at pre-recession levels there would be 377,000 more public school
teacherson the job today. The $27.8 billion would pay for 370,667 teachers (at
$75,000 a year including benefits).

1 Resurfacing 22,240 milesof four -lane roads. America has almost 48,000 miles of
Interstate Highways.

1 Running the U.S. Department of Veterans Aff airs for two months. Each year, the
VA spends $164 billion UOwx UOYDET wi 1 EOUT wEOEwWOUT T UwUI UYPET Uw
military veterans.

1 Making pre -K universal. States currently spend about $9 billion on pre -K programs.
An additional $10 -15 billion in annual funding could extend pre -K to every 4-year
old in America, according to the New America Foundation . Every dollar invested in
pre-K generates $7 of economic value over the life of the student.

Profits, Taxes, and Tax Subsidies at Seven Corporations
that Paid CEOs more than They Paid in Taxes
(in $ billions)
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http://www.epi.org/publication/teacher-gap-strong-gains-large-jobs-gap/
http://www.epi.org/publication/teacher-gap-strong-gains-large-jobs-gap/
http://www.artba.org/about/transportation-faqs/
http://www.va.gov/opa/pressrel/pressrelease.cfm?id=2528
http://earlyed.newamerica.net/blogposts/2013/doing_the_math_the_cost_of_publicly_funded_universal_pre_k-80821




